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lllinois-American Water Company
Chicago Metro - Watewater
Statement of Operating Income with Adjustments
For the Test Year Ending December 31, 2017

Co SR (Rev) Company
Pro Forma Proposed Gross Proposed Rates  Adjustment

Present Pro Forma Increase Revenue with To Pro Forma

(IAWC Ex.4.01SR  Adjustments Present (IAWC Ex.4.01SR  Conversion Adjustments Proposed Proposed

Description (Rev.), Col(d) (AGIBSch.1.02) (Cols. b+c) Rev),Col (e)+(f)+(h) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (9) (h) 0}
Tariff Revenue $ 13,104,757 $ - $ 13,104,757 $ 6,089,166 $ - $ 19,193,923 $§ (1,631,578) 17,562,345
Other Revenue 174,912 19,120 194,032 - - 194,032 - 194,032
Total Operating Revenue 13,279,669 19,120 13,298,789 6,089,166 $ - 19,387,955 (1,631,578) 17,756,377
Uncollectible Accounts 133,083 - 133,083 57,847 - 190,930 (15,500) 175,430
Salaries and Wages 1,043,817 (53,796) 990,021 - - 990,021 - 990,021
Purchased Water - - - - - - - -
Fuel and Power 773,984 (25,073) 748,911 - - 748,911 - 748,911
Chemicals 112,670 - 112,670 - - 112,670 - 112,670
Waste Disposal 620,789 - 620,789 - - 620,789 - 620,789
Service Company Costs 112,546 (148) 112,398 - - 112,398 - 112,398
Group Insurance 233,015 (5,822) 227,193 - - 227,193 - 227,193
Pension 78,345 - 78,345 - - 78,345 - 78,345
Regulatory Expense 150,664 - 150,664 - - 150,664 - 150,664
Insuarance - other 408,694 - 408,694 - - 408,694 - 408,694
Customer Accounting 4,756 - 4,756 - - 4,756 - 4,756
Rents 3,025 - 3,025 - - 3,025 - 3,025
General Office Expense 48,025 - 48,025 - - 48,025 - 48,025
Maintenance - other 481,735 - 481,735 - - 481,735 - 481,735
Miscellaneous 856,963 - 856,963 - - 856,963 - 856,963
Depreciation & Amortization 5,803,399 - 5,803,399 - - 5,803,399 - 5,803,399
Taxes other than income 908,693 (3,938) 904,755 - - 904,755 - 904,755
Total Operating Expense

Before Income Taxes 11,774,203 (88,777) 11,685,426 57,847 - 11,743,273 (15,500) 11,727,773
State Income Tax (39,962) 9,936 (30,026) 467,429 - 437,403 (125,246) 312,157
Federal Income Tax (696,977) 41,393 (655,584) 1,947,364 - 1,291,780 (521,791) 769,989
Deferred Taxes and ITCs Net 660,811 - 660,811 - - 660,811 - 660,811
Total Operating Expenses 11,698,075 (37,448) 11,660,627 2,472,640 - 14,133,267 (662,537) 13,470,730
NET OPERATING INCOME $ 1581594 $ 56,568 § 1.638.162 § 3.616.526 $ - $ 5254688 $ (969.041) 4,285.647
AG Rate Base (AG IB, Schedule 1.03 CS, Column (d)) 64,934,051
Staff Overall Rate of Return (ICC Staff Exhibit 12.0, Schedule 12.01) 6.60%
Revenue Change (Col. (i) Line 3 minus Col. (d), Line 3) 4,457,588

Percentage Revenue Change (Col. (i), Line 31 divided by Col. (d), Line 3) 33.52%
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Description
(a)

Tariff Revenue

Other Revenue
Total Operating Revenue

Uncollectible Accounts

Salaries and Wages

Purchased Water

Fuel and Power

Chemicals

Waste Disposal

Service Company Costs

Group Insurance

Pension

Regulatory Expense

Insuarance - other

Customer Accounting

Rents

General Office Expense

Maintenance - other

Miscellaneous

Depreciation & Amortization

Taxes other than income

Total Operating Expense
Before Income Taxes

State Income Tax
Federal Income Tax

Deferred Taxes and ITCs Net
Total Operating Expenses

NET OPERATING INCOME

lllinois-American Water Company

Chicago Metro - Watewater

Adjustments to Operating Income

For the Test Year Ending December 31, 2017

Docket No. 16-0093
AG Initial Brief
Schedule 1.02 CS

Total
Interest Debt Return on Operating
Synchronization Payroll Exp APP Power Exp Pension Asset Statement
(AG IB Sch 1.06) (AG IBSch C-2p1) (AGIBSchC-3) (AGIBSchC-5) (AG IBSch C-10) (NotApplicable) (Not Applicable)  Adjustments
(b) (c) (d) (e) (f) (9 (h) (i)
$ - 8 - 8 - 8 - 98 - $ $ - 8 -
- - - - 19,120 - - 19,120
- - 19,120 - 19,120
- (35,738) (18,058) - - - - (53,796)
- - - (25,073) - - - (25,073)
- - (148) - - - - (148)
- (5,822) - - - - - (5,822)
- 2,545 (1,393) - - - - (3,938)
- (44,105) (19,599) (25,073) - - - (88,777)
1,574 3,418 1,519 1,943 1,482 - - 9,936
6,557 14,240 6,328 8,095 6,173 - - 41,393
8,131 (26,447) (11,752) (15,035) 7,655 N N (37,448)
$ 8131 $ 26,447 $ 11,752 $ 15,035 § 11465 § $ = 8 56.568
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lllinois-American Water Company
Chicago Metro - Watewater
Rate Base
For the Test Year Ending December 31, 2017

Company
Pro Forma Adjustments Pro Forma
Line Rate Base (AG 1B Rate Base
No. Description (IAWC Ex. 4.03SR(Rev)) Sch 1.04 CS) (Col. b+c)
(a) (b) (c) (d)
1 Utility Plant in Service $ 196,356,504 $ (18,618) $§ 196,337,886
2 Less: Accum. Depreciation & Amort. (92,970,814) - (92,970,814)
3 - - -
4  Net Plant 103,385,690 (18,618) 103,367,072
5  Additions to Rate Base
6 Construction Work in Progress 4,475,445 - 4,475,445
7 Utility Plant Acquisition Adjustment - DuPage 24,927 - 24,927
8  Cash Working Capital 227,000 (140,000) 87,000
9  Materials and Supplies 17,236 - 17,236
10  Deferred Charges - - -
11 FAS 109 Reg. Asset - Net of Liability (107,587) - (107,587)
12 ICC Service Company Audit Costs 7,581 - 7,581
13
14  Deductions From Rate Base
15 Customer Advances for Construction (22,164) - (22,164)
16 Contributions in Aid of Construction (75,016,950) - (75,016,950)
17 Accum. Depr. on Contributed Property 49,866,383 - 49,866,383
18 Budget Payment Plan - - -
19  Deferred Federal Income Tax (15,422,347) - (15,422,347)
20 Deferred State Income Tax (1,760,317) - (1,760,317)
20 Investment Tax Credit - pre 1971 (103) - (103)
21 OPEB Liability (207,293) - (207,293)
22 FIN48 - (374,832) (374,832)
23 Rate Base $ 65467501 §  (533.450) §  64.934.051
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Description
(a)

Utility Plant in Service
Less: Accum. Depreciation & Amort.

Net Plant

Additions to Rate Base

Construction Work in Progress

Utility Plant Acquisition Adjustment - DuPage
Cash Working Capital

Materials and Supplies

Deferred Charges

FAS 109 Reg. Asset - Net of Liability

ICC Service Company Audit Costs

Deductions From Rate Base
Customer Advances for Construction
Contributions in Aid of Construction
Accum. Depr. on Contributed Property
Budget Payment Plan

Deferred Federal Income Tax

Deferred State Income Tax

Investment Tax Credit - pre 1971
OPERB Liability

FIN 48

Rate Base

lllinois-American Water Company

For the Test Year Ending December 31, 2017

Chicago Metro - Watewater

Adjustments to Rate Base

Docket No. 16-0093

AG Initial Brief

Schedule 1.04 CS

Cash
Working Subtotal
Capital FIN 48 Payroll Exp Rate Base
(AG 1B Sch 1.08) (AG IBSch. B-2) (AG IBSch C-2p2) (NotApplicable)  (Not Applicable)  (Not Applicable)  (Not Applicable)  Adjustments
(b) (c) (d) (e) ] (9) (h) 0}
$ - 8 - 8 (18,618) $ - $ -3 -3 - 3 (18,618)
: : (18,618) : : - (18,618)
(140,000) - - - - - (140,000)
- (374,832) - - - - (374,832)
$ (1400000 §  (374.832) § (18.618) $ = 3 = 8 = 3 = 5 (533450)
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lllinois-American Water Company
Chicago Metro - Watewater

Revenue Effect of Adjustments
For the Test Year Ending December 31, 2017

Line Adjusted
No. Description Per Company Adjustments Balance
(a) (b) (c) (d)
1 Present Revenues $ 13,279,669 " $ 19,120 $ 13,298,789 @
2 Proposed Increase
Direct $ 6,302,300 ©
Rebuttal (Rev.) 654,139 @
Surrebuttal (Rev.) (867,273) ®© 6,089,166 © (1,631,578) @ 4,457,588 ©
3 Proposed Revenues $ 19,368,835 $ (1,612,458) $ 17,756,377
4 % Increase 45.85% 33.52%
5 Adjustments:
6 Rate of Return (Applied to Company Rate Base) (1,477,058)
7 Payroll Expense (46,272)
8 FIN 48 (35,082)
9 Purchased Power Expense (25,315)
10 APP (19,787)
11 Debt Return on Pension Asset (19,304)
12 Cash Working Capital (13,103
13 Gross Revenue Conversion Factor -
14 Interest Synchronization 4,338
15 Rounding 5
16  Total Revenue Effect of Adjustments $ (1,631,578)
Sources:

1) AG IB, Schedule 1.01 CS, column (b), line 3
2) AG IB, Schedule 1.01 CS, column (d), line 3
(3) AG IB, Schedule 1.01 CS, column (e), line 3
(4) AG IB, Schedule 1.01 CS, columns (f) + (h), line 3
(5) AG IB, Schedule 1.01 CS, column (i), line 31

(
(
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lllinois-American Water Company
Chicago Metro - Watewater
Interest Synchronization Adjustment

For the Test Year Ending December 31, 2017

Description
(a)

Rate Base

Weighted Cost of Debt

Synchronized Interest

Company Interest Expense

Increase (Decrease) in Interest Expense

Increase (Decrease) in State Income Tax Expense
at 7.750%

Increase (Decrease) in Federal Income Tax Expense
at 35.000%

(1) Source: AG IB, Schedule 1.03 CS, Column (d).
(2) Source: ICC Staff Exhibit 12.0, Schedule 12.01.
(3) Source: IAWC Ex. 4.05SR(Rev), p. 5, Ln. 3
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Amount
(b)

$ 64,934,051 (1)
2.58% (2)
1,675,299

1,695,608 (3)

(20.309)
$ 1,574
$ 6.557
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lllinois-American Water Company
Chicago Metro - Watewater

Gross Revenue Conversion Factor
For the Test Year Ending December 31, 2017

Line With Without
No. Description Rate Bad Debts Bad Debts
(a) (b) (c) (d)
1 Revenues 1.000000
2 Uncollectibles 0.9500% 0.009500
3  State Taxable Income 0.990500 1.000000
State Income Tax 7.7500% 0.076764 0.077500
Federal Taxable Income 0.913736 0.922500
6 Federal Income Tax 35.0000% 0.319808 0.322875
7 Operating Income 0.593928 0.599625

8  Gross Revenue Conversion Factor 1.683706 1.667709
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llinois-American Water Company
Chicago Metro - Watewater
Cash Working Capital Adjustment
For the Test Year Ending December 31, 2017
Average Daily Cash
Line Amount Expense Requirement
No. Item Amount (C)/365 (Lead)Lag @ (D)*(E) Source
(A) (B) (©) (D) (E) (F) ©)
1 Revenue $ 18,750,809 Sch. 1.01 CS, p. 1, line 3
2 Return on Equity (2,597,362) Sch. 1.01 CS, p. 2, line 13
3 Deferred Taxes (660,811)
4 Uncollectible Accounts (175,430)
5 Total Depr/Amortization (5,954,063) Sch. 1.01 CS, p.2, line 7
6
7 Net Revenues/Total Receipts $ 9,363,143 25,652 54.50 $ 1,398,058
8
9 Salaries and Wages $ 990,021 2,712 (11.90) (32,277)
10 Purchased Water - - (56.10) -
11 Fuel and power 748,911 2,052 (34.20) (70,172)
12 Chemicals 112,670 309 (44.60) (13,767)
13 Waste disposal 1,615,221 4,425 (57.40) (254,010)  Co. Sch. C-2.3
14 Service Company Costs 112,398 308 7.70 2,371
15 Group insurance 227,193 622 (9.70) (6,038)
16 Pension 78,345 215 (7.80) (1,674)
17 Insurance - other 408,694 1,120 101.40 113,539
18 Customer accounting 4,756 13 (47.70) (622)
19 Rents 3,025 8 11.70 97
20 General office expense 48,025 132 (45.50) (5,987)
21 Maintenance - other 481,735 1,320 (52.20) (68,895)  Sch. 1.01 CS, p. 2, line 10
22 Miscellaneous 856,963 2,348 (41.70) (97,905)
23 - -
24
25 Total O&M Expenses $ 5,687,957 (435,340)
26
27 Taxes other than income 904,755 2,479 (147.50) (365,620)
28 Federal Income Tax - Current 769,989 2,110 (35.50) (74,889)
29 State Income Tax - Current 312,157 855 (35.50) (30,360)
30 Deferred Income Taxes 0 (1,810) - -
31 Interest Expense 1,675,299 4,590 (88.20) (404,826)  Sch. 1.06 CS, line 3
32
33 Subtotal Other Expenses $ 3,662,200 (875,696)
34 Total Outlays $ 9,350,157 (12,986) Line 25 + line 33
35 Total Cash Working Capital Requirement $ 87,023 Line 7 + Line 25 + Line 33
36
37 Cash Working Capital (Rounded to nearest $1,000) $ 87,000 Line 35
38 Cash Working Capital per Company 227,000 IAWC Ex 4.03SR (Rev.)
39
40 Adjustment $ (140,000)
Source:

(1) AG IB, Schedule 1.01 CS, page 1, except where noted.
(2) IAWC Schedule B-8, except where noted.
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lllinois-American Water Company

Chicago Metro - Watewater

Cash Working Capital Adjustment
For the Test Year Ending December 31, 2017

Line

No. ltem Amount Source

(A) (B) (C) (D)
1 Total operating revenue 17,756,377 Sch. 1.01 CS, p. 1, line 3, column (i)
2 Surcharge revenue 994,432 Co. Sch. C-2.3
3 Total revenue 18,750,809  Line 1 + Line 2
4 Depr/amortization per Income Statement 5,803,399 Sch. 1.01 CS, p. 1, line 20, column (i)
5 Add: Amortization of rate case expense 150,664 Sch. 1.01 CS, p. 13, line 20, column (i)
6 Add: Reclassify amortization of tank painting - Co. Sch. C-24, line 6
7 Total depr/amortization for CWC 5,954,063  Sum of lines 4 through 6
8 Maintenance-other per Income Statement 481,735 Sch. 1.01 CS, p. 1, line 18, column (i)
9 Less: Reclassify amortization of tank painting - Line 12

10 Total Maintenance-other for CWC 481,735 Line 8 - Line 9

11 Total Rate Base 64,934,051 Sch. 1.03 CS, p. 1, line 23, column (i)
12 Weighted Cost of Equity 4.0000%  Staff Ex. 12, Sch. 12.01

13 Return on equity deduction from revenue 2,597,362 Line 11 * Line 12
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